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1 Hereafter, “EMU” 
2 See Appendix B for timeline of EMU accessions 
3 Currency union “opt-out” granted to U.K, Denmark, and Poland 
4 Hereafter, “ECB” 
 













































































                                                
5 Older members defined as countries that joined EMU 1999-2001, and new members defined as post 
2001 members 
 














                                                
6 All information in Defining Crisis section is from Phillip Lane’s “The Sovereign Debt Crisis” (2012), with 
exception of in-text citations and post-2012 historic information. 
 














                                                
7 All information regarding DOTS dataset is from the IMF 2016 Direction of Trade Yearbook, which 
describes the IMF’s most current methodology of reporting and recording trade.  
8 Puerto Rico and San Marino are excluded due to insufficient data. 
 






















Min	 Max	 Mean	 Standard	
Deviation	Ln	Exportsij		 4.73	 26.62	 19.24	 2.98	Ln	GDPij	 44.14	 59.87	 52.11	 2.68	Ln	GDP	per	Capitaij	 15.46	 23.18	 20.33	 1.08	Ln	Distance	(km)	 4.12	 9.88	 8.09	 1.09	
	
	 Table	1	shows	that	within	our	advanced	economy	sample,	the	natural	log	of	F.O.B.	exports	has	a	mean	of	19.24,	with	a	large	range	of	export	values	(4.73-26.62).	As	to	be	expected	when	using	an	advanced	economy	sample,	GDP	per	capita	is	defined	within	a	narrower	range.			 Prior	literature	on	the	gravity	model	of	trade	includes	various	dummy	variables	that	factor	into	trade	decisions	between	two	countries.	It	is	likely	that	sharing	a	border	(contiguity)	will	cause	higher	trade,	as	transaction	costs	associated	with	shipping	goods	are	low	between	countries	that	are	very	close	to	one	another.	Further,	a	common	official	language	may	influence	trade,	as	different	official	languages	may	make	trade	more	costly.	Another	augmentation	of	the	gravity	model	is	the	existence	of	a	regional	trade	agreement,	which	is	defined	by	the	WTO	as	an	agreement	between	two	or	more	countries,	including	both	free	trade	agreements	and	customs	unions	(WTO,	2018).	Table	2	shows	the	frequency	of	these	characteristics,	and	their	prevalence	within	our	data.			 	
 






Gravity	Augmentations	 Percent	Contiguity	 4.83%	Common	Official	Language	 10.88%	Regional	Trade	Agreement	(RTA)	 41.33%	
	Here,	we	see	that	a	small	portion,	only	4.83%	of	our	trade	data	consists	of	an	exporter	and	importer	that	share	a	border.	Nearly	11%	of	the	countries	in	our	advanced	economy	sample	share	a	common	official	language.	Of	all	advanced	economy	trade	observations	for	1993	to	2016,	41.33%	consisted	of	trade	between	two	countries	with	a	free	trade	agreement	or	a	customs	union.			 	
 


























                                                
9 Micco et al. 2003 
 



































































                                                
10 Total impact of euro effect determined by the sum of EMUi and IntraEMUij coefficients. 9.5+1.4=10.9. 
This is statistically different from 0 at the .01% level.  
11 Glick and Rose (2016) observe trade flows from 1948 to 2013. 
 





                                                
12 Significant at the .01% level 
 




















                                                
13 Significant at the .1% level.  
 






                                                
14 Significant at the .01% level.  
 


















                                                
15 Excluded from table: ln(GDPij), ln(GDPperCapitaij),  ln(distanceij), Contiguity, Comlang, RTA. All 
statistically significant at the .01% level, except RTA which is significant at the .1% level. 
16 For example, coefficient for Intra EMUij will determine non-core, non-periphery euro effect when 
core/periphery variables are included. The Corei EMUj coefficient is then the core group’s difference from 
that change. Total Core impact for that period is the sum of both Intra EMUij  and Corei EMUj  coefficients.  
 





                                                
17 Significant at the .01% level.  
 






                                                
18 Sum of coefficients IntraEMUij+postcrisis*IntraEMUij significant at the .05% level. 
19 Sum of coefficients IntraEMUij+Corei EMUj + postcrisis*IntraEMUij+Postcrisis*Corei EMUj . Significant at 
the .01% level. 
20 Sum of coefficients in the same fashion as core calculation.  
 













                                                
21 0.385+(-.484) = -0.099. This effect is significant at the .01% level.  
22 Significant at the .01% level.  
23 SIgnificant at the .01% level 
24 Significant at the .01% level 
 





                                                
25 Significant at the .01% level.  
26 2.1% increase determined by sum of postcrisis*corei and postcrisis*EMUi. The 2.1% increase is not 
significantly different than zero. This means that the total euro impact in post-crisis period is not 
statistically different than pre-crisis euro effect.  
27 The increase of 14.9% in total euro effect for the periphery is significant at the .01%.  
 




















	 Although	our	dataset	provides	the	most	recent	analysis	of	the	euro	effect	on	trade,	with	18	years	of	euro	trade	data,	recent	accessions	to	the	eurozone	are	still	difficult	to	analyze.	The	original	members	account	for	the	core	and	periphery	groups	of	this	study,	with	the	exception	of	Greece	joining	two	years	later	in	2001.	However,	the	non-core/periphery	group	changes	over	the	life	of	the	euro	as	new	countries	are	ushered	into	the	currency	union.	For	this	reason,	our	study	is	limited	in	its	analysis	of	non-core/periphery	countries	that	have	recently	introduced	the	euro.			 Another	limitation	of	this	study	is	in	the	selection	of	core	and	periphery	countries.	The	study	of	Bayoumi	&	Eichengreen	(1993)	provides	insight	into	how	a	proposed	EMU	experiences	supply	and	demand	shock,	which	may	influence	how	a	country	perceives	the	economic	costs	of	currency	union.	My	definition	of	the	core	and	periphery	sought	to	align	the	economic	costs	of	currency	union	with	the	economic	benefit	(in	this	paper,	increased	trade);	however,	this	particular	grouping	of	countries	groups	the	strongest	econonomies	in	the	eurozone	and	the	weakest.	Further,	this	study	does	not	control	for	trade	patterns	between	country	pairs,	which	may	also	play	a	role	in	the	currency	union	decision,	as	countries	that	are	already	trading	a	lot	with	one	another	may	be	more	motivated	to	share	a	currency.			 Lastly,	and	most	importantly,	this	study’s	analysis	of	the	euro	is	solely	economic.	The	primary	limitation	of	this	study	is	that	although	economic	literature	may	influence	a	country’s	currency	union	decision,	politics	play	a	significant	role.	A	politicial	persepctive	of	the	benefitcs	of	EMU	member	memebership	for	core	and	periphery	countries	before,	
 






















































































Variable	 Description	ln(Exports)	 Natural	log	of	Free	on	Board	(FOB)	exports	recorded	in	U.S.	dollars	ln(GDPij)	 Natural	log	of	product	of	gross	domestic	product	for	export	countryI		and	import	countryJ	in	U.S.	dollars	Ln	GDP	per	CapitaiJ	 Product	of	GDP	per	capita	of	export	countryI		and	import	countryJ	in	U.S.	dollars	ln(Distance)	 Natural	log	of	distance	(km)	between	export	and	import	country		Contiguity	 1	If	export	and	import	country	share	a	border	RTA	 1	If	export	and	import	country	are	in	a	regional	trade	agreement:	including	free	trade	agreements	and	customs	unions	(EU)	Common	Official	Language	 1	if	both	export	and	import	country	share	a	common	official	language	EMUi	 1	if	export	country	is	a	member	of	the	European	Monetary	Union	(EMU)	Intra-EMUij	 1	if	export	country	and	import	country	are	members	of	the	EMU	Corei	 1	if	export	country		is	defined	as	EMU	“Core”	country		Peripheryi	 1	if	export	country	is	defined	as	EMU	“Periphery”	country	CoreiEMUj	 1	if	export	country	is	defined	as	“Core”	and	import	country	is	(any)	member	of	the	EMU	PeripheryiEMUj	 1	if	export	country	is	defined	as	“Periphery”	and	import	country	is	(any)	member	of	the	EMU		
